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The winner of Paraguay's May 9 presidential elections Juan Carlos Wasmosy of the ruling Colorado
Party is expected to aggressively pursue the free market economic reforms of his predecessor,
especially promoting Paraguay's participation in the newly-formed Southern Cone Common Market
"Mercosur." (For coverage of the election results, see NotiSur 05/14/93.) Under outgoing President
Andres Rodriguez, the government launched a vast program to open the Paraguayan economy
to foreign investment and trade, especially by cutting state bureaucracy and providing special
incentives to promote export-led growth. The Rodriguez administration has particularly stressed the
benefits of Mercosur, which the government believes will lead to an economic boom in Paraguay
once the free trade zone becomes fully operational in January 1995. In fact, the government
hopes to convert Paraguay into the central transshipment point for trade among the Mercosur
countries by developing the Parana and Paraguay Rivers for large scale commercial traffic, while
at the same time providing an abundant supply of cheap energy to its neighbors and to potential
investors in the country through Paraguay's huge hydroelectric dams (see Chronicle 03/18/93). In an
interview with the New York Times immediately following the elections, president-elect Wasmosy
emphasized that he will also aggressively promote Mercosur after taking office on August 15. He
stressed that the Paraguay and Parana River development projects are essential to break Paraguay's
economic isolation and connect it with South Atlantic ports. In fact, Wasmosy even mused over
Paraguay's possible participation in the late 1990's in a free trade pact with the US, which he called
"a wonderful dream." In addition, Wasmosy will likely promote Paraguay's hydroelectric projects
even more enthusiastically than his predecessor. The president-elect headed the consortium of
construction companies that built the Itaipu dam in the 1970's the world's largest hydroelectric
generator which rests on the Parana River between Paraguay and Brazil. Wasmosy, a civil engineer
by profession, is also directing construction of the Yacyreta hydroelectric facility, being built as a
joint project between Argentina and Paraguay (see Chronicles 12/03/92). Once Yacyreta comes on
line in September 1994, Paraguay will become the world's largest exporter of hydroelectric power,
and will be Latin America's cheapest source of electricity. In general, Wasmosy is expected to
pursue the free market policies of his predecessor, rolling back state intervention in the economy
through privatization and other measures. Wasmosy is one of Paraguay's wealthiest businessmen.
In addition to his construction companies, the president-elect is a ranching magnate who raises
livestock and exports soybeans and cotton. Moreover, the country's leading economists believe
that the election of Paraguay's first civilian government in nearly 50 years will greatly contribute
to domestic political stability and improve international relations, which should in turn increase
investor confidence and economic growth. According to Paraguayan economist Pablo Herken,
the new government will inherit a stable economy on the upswing. In 1992, due to a combination
of drought followed by floods, Paraguay's largely agricultural economy grew by only 1% falling
below population growth for the first time in seven years. This year, however, Herken predicts a
hefty 4% jump in GDP, fed largely by robust soybean and cotton harvests which together account
for nearly 70% of Paraguay's exports. Cotton and soybean production should each grow by about
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20% this year, reaching 800,000 and 1.5 million metric tons, respectively. Foreign reserves now
rest at about US$500 million, compared to just US$140 million when Andres Rodriguez became
president in February 1989. That, in turn, has permitted a fairly stable exchange rate, with just a 5%
accumulated devaluation of national currency since December 1992. And, although annual inflation
is still nearly 18%, the consumer price index has barely increased over 1992 levels, with accumulated
inflation reaching 6.3% in the first four months of 1993, compared to 6.1% in the same time period
in 1992. "The climate of economic stability will be a great help to the new democratic regime,"
said Herken. "We hope that the new political class will in turn contribute to economic growth in
Paraguay." (Sources: Spanish news service EFE, 05/02/93; Agence France-Presse, 05/05/93, 05/10/93;
New York Times, 05/11/93)
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